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OATH OR AFFIRMATION

1, George E. Wright , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

__ Diversified Resources, LLC » 25
of December 31 , 20 06 , are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

77 -

Signature

Title

2 L/

Notary Public

This report ** contains (check all applicable boxes):
{(a) Facing Page.
B (b) Statement of Financial Condition.
{¢) Statement of Income {Loss).
Kl (d) Statement of Changes in Financial Condition.
E] {¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
O (p Statement of Changes in Liabilities Subordinated to Claims of Creditors.
K (g) Computation of Net Capital.
* [] (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
* [J (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
& () A Reconciliation, including appropriate cxplanation of the Computation of Net Capital Under Rule 1 5¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
x O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
(1) An Oath or Affirmation.
N/A O (m) A copy of the SIPC Supplemental Report.
K/A O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

** For conditions of confidential treatment of certain portions of this filing, see seciion 240.17a-5(e)(3).

* Exempt under Rule 15¢-3-3(k) 2(D) - No Customer Accounts
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Independent Auditors' Report

George E. Wright, Member
Diversified Resources LLC

70 Jefferson Boulevard, Suite 201
Warwick, Rl 02888

We have audited the accompanying balance sheet of Diversified Resources LLC as of
December 31, 2006 and the related statements of income, changes in member's capital,
and cash flows for the year then ended. These financial statements are the responsibility
of the LLC's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Diversified Resources LLC at December 31, 2006 and
the results of its operations and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

sty Ul )

MUTO, VOLLUCCI & CO., LTD.

February 27, 2007




Diversified Resources LLC
Balance Sheet
December 31, 2006

Assets

NON-
ALLOWABLE ALLOWABLE TOTAL

Current assets:

Cash and cash equivalents (Note 2) $53,153 $ $53,153
12b(1) fees receivable 12,176 12,176
Commissions receivable 1,096 1,096
Management fees receivable (Note 6) 135,181 135,181
Prepaid expense 4,692 4,692
Total current assets 54,249 152,049 206,298
. Property and equipment, net (Note 3)
11,354 11,354
Other assets:
Securities available for sale (Note 4) 16,205 16,205
|
Total assets $70,454 $163,403 $233,857
Liabilities and Member's Capital
Current liabilities:
Accrued expenses $14016 % $14,916
Employee withholdings 754 754
Total current liabilities 15,670 15,670
Member's capital (Note 5) 54,784 163,403 218,187
Total liabilities and member's capital $70,454 $163,403 $233,857

See independent auditors' report
and accompanying notes.
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Diversified Resources LLC
Statement of Income
For the Year Ended December 31, 2006

Revenue:
Securities commissions ‘ $ 65,268
Investment management fees (Note 6) 493,054
Insurance products commissions 110,663
Dividend and interest income 1,385
Gain realized on sales of securities availabie for sale 55,553
Total revenue 725,923
Expenses: :
Automobile expenses 15,702
Charitable contributions ' 742
Commissions 75,274
Continuing professional education 1,238
Depreciation 4,885
Employee benefits 1,525
Employee pension contribution (Note 7) 8,600
Entertainment ' 6,296
Insurances 9,952
Licenses, registrations and dues 6,456
Member's pension (Note 7) 44,000
Office expenses 16,930
Payroll 53,916
Payroll taxes 4,121
Professional fees 10,495
Rent (Note 8) 18,000
Taxes - other 500
Telephone 5,018
Utilities 2,683
Total expenses 286,333
Net income $439,590

See independent auditors’ report
and accompanying notes.
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Diversified Resources LLC
Statement of Changes in Member's Capital
For the Year Ended December 31, 2006

-E

Member's capital, beginning of the period

Comprehensive income:
Net income
Accumulated other comprehensive income:
Unrealized holding gains on securities available for sale
(Not tax affected. See Note 2)
Less: holding gains realized

Total comprehensive income

Add: member's capital contributions
Less: member's distributions

Member's capital, end of the period

See independent auditors' report
and accompanying notes.
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$322,489

439,590

2,689
(68,809)
373,470

11,545
489,317

$218,187



Diversified Resources LLC
Statement of Cash Flows
For the Year Ended December 31, 2006

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation
Gain realized on sales of securities available for sale
Increase (decrease) in cash from changes

in assets and liabilities:
12b(1) fees receivable
Commissions receivable
Management fees receivable
Prepaid expense

Accrued expenses
Employee withholdings

Total adjustments

Net cash provided by operating activities
Cash flows from investment activities:
Purchase of property and equipment

Purchases of securities available for sale
Sales of securities available for sale

Net cash provided by investment activities
Net cash provided by (used in) financing activities:

Member's distributions
Member's capital contribution

Net cash used in financing activities

Increase in cash

Cash and cash equivalents, beginning of the year

Cash and cash equivalents, end of the year

See independent auditors' report
and accompanying notes.

-5-

$439.500

4,885
(55,553)

(2,562)
126

(24,068)
1,601
8,430
132

(67,009)

372,581

(507)
(31,832)
176,643

144,304

(489,317)
11,545

(477,772)
39,113
14,040

$ 53,153




Diversified Resources LLC
Notes to Financial Statements

Business Activity

Operated as a limited liability company organized as of the January 1, 2001 in the State of Rhode
Istand, the registered broker and dealer in securities limits its operations as described in SEC Rule
15c3-1(a)(2)(vi) (Subscriptions to mutual funds Firm ID No. 031346) along with placement of variable
annuities and variable life insurance policies. The LL.C is a member of the National Association of
Securities Dealers (NASD). The financial statements present a combination organization of a broker
dealer and a registered investment advisor (see Note 6). The majority of activity arises from
Southeastern New England. -

Summary of Significant Accounting Policies

Handling Customers’ Funds

Customers' checks are made payable directly to the mutual funds ordered by the customer. The
checks are promptly submitted to the mutual fund firms, i.e., not held beyond overnight, and do not
enter the accounts of the LLC. The same procedure is followed with placements of variable annuities
and variable life insurance policies to insurance companies.

Cash and Cash Equivalents

The LLC considers all investments in short-term money market accounts and similar mutual funds to
be cash equivalents, along with all short-term debt securities purchased with a maturity of three
months or less.

Amounts Receivable

Both commissions and fees receivable are recorded at the amount the LLC expects to collect on
balances outstanding at December 31, 2006.

Investments

All securities are classified as “available for sale.” Securities classified as “available for sale” are
carried in the financial statements at fair value. Realized gains and losses, determined using the
first-in, first-out (FIFO) cost method, or for mutual funds, the average cost basis, are included in
earnings; unrealized holding gains and losses are reported in other comprehensive income.

Revenue Recognition

Commission income from securities transactions, investment management fees and variable
contracts is recorded on a trade date basis, or when earned.

Advertising

The Company expenses all advertising when incurred. There was no advertising expenditure
during the year ended December 31, 2006.

See independent auditors' report.
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4.

Diversified Resources LLC
Notes to Financial Statements

Summary of Significant Accounting Plicies (continued)

Depreciation

Depreciation is computed using the straight-line method over useful fives of 5 to 7 years.

Income Taxes

Federal income taxes are not payable by, or provided for, the LLC. The sole member is taxed
individually on the LLC's earnings; accordingly, the financiat statements do not contain a provision for
federal and state income taxes.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ frorm those estimates.

Property and Equipment

Property and equipment, stated at cost, consisted of the following at December 31, 2006:

Office equipment $22,528
Fumniture and fixtures 14,339
Software 1,100
37,967

| ess accumulated depreciation 26,613
$11,354

Securities Available for Sale

Unrealized
Fair Holding
Cost Value Gain
Mutual funds $11,763 $16,205 $4,262

See independent auditors' report.
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10.

Diversified Resources LLC
Notes to Financial Statements

Net Capital and Reserve Requirements

As a registered broker and dealer in securities, the LLC is subject to the Uniform Net Capital Rule
(Rule 15¢3-1), which requires that the LLC maintain minimum net capital of $5,000 and a ratic of
aggregate indebtedness to net capital not exceeding 15 to 1.

At December 31, 2006, the LLC had a net capital of $52,353, which was $47,353 in excess of its
required net capital of $5,000. At December 31, 2006, the LLC's aggregate indebtedness to net
capital ratio was 0.299to 1.

Fee Only Services

Since 1993, Diversified Resources LLC has been a Registered Investment Advisor (RIA). The RIA's
purpose is to offer fee based asset management to its clients. {See Note 1) For the period ended
December 31, 2006 the LLC, as RIA, exclusively used SE! Investments, which offers no load mutual
funds in Asset Allocation models. Clients of the LLC make their checks payable only to SEI Trust
Company. The LLC does not accept checks made out to itself, nor does it accept cash.

Pension Plan

The LLC's member maintains a SEP IRA plan which includes employees. The amount of annual
contributions is at the discretion of management. Of the $52,600 annual 2006 contribution, $2,000 is
in accrued expenses at December 31, 2006.

Related Party Transaction

The LLC rents its office space from its member on a month-to-month basis. During 2006, the LLC
paid $18,000 in rent.

Operating Lease
The LLC leases a vehicle with a remaining term of 15 months. Under this leasing arrangement, the
corporation pays the property taxes, insurance, and other related expense on the leased vehicle.

Total minimum lease expense was $12,396 for the year ended December 31, 2006.

Minimum future obligations on the operating lease in effect December 31, 2006 are:

2007 $12,396
2008 3,099
$15493

Subsecjuent Events

For the period January 1, 2007 to February 27, 2007, the LLC distributed $113,025 to its member.

See independent auditors’ report.
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Muto, Volluci & Co., Ltd.

Cerfified Public Accountants

51 Jeflerson Blvd.
Suite 400
Warwick, Rl
02888

401/461-9400
Fax:
401/461-1270

P.O. Box 3116
Newport, Rl
02840

401/846-1800
Fax:
401/846-0994

e-mail:

INDEPENDENT AUDITORS' REPORT ON ADDITIONAL INFORMATION

George E. Wright, Member
Diversified Resources LLC

70 Jefferson Boulevard, Suite 201
Warwick, Rl 02888

We have audited the accompanying financial statements of Diversified Resources LLC as
of and for the year ended December 31, 2006, and have issued our report thereon dated
February 27, 2007. Our audit was conducted for the purpose of forming an opinion on the
basic financial statements taken as a whole. The accompanying computations of net
capital, basic net capital requirement and aggregate indebtedness {additional information)
of Diversified Resources LLC as of December 31, 2006 included in the accompanying
prescribed form is presented for purposes of complying with the rules and regulations of
the Securities and Exchange Commission (SEC) and are not intended to be a complete
presentation of the LLC member's capital and changes in member's capital and is not a
required part of the basic financial statements.

Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, presents fairly, in all material respects, the
computations of net capital, basic net capital requirements, and aggregate indebtedness,

mvollucci@mutovollucci.com iR relation to the basic financial statements taken as a whole in accordance with the

mmuto@mutovollucci.com

requirements of the SEC, which differ from accounting principles generally accepted in the
United States of America. Accordingly, this additional information in prescribed form is not
designed for those who are not informed about such differences.

UJ(L‘E /D CD&««J @ Q@

MUTO, JoLLucer & co., LTD.

February 27, 2007




COMPUTATION OF NET CAPITAL

218,187
1. Towmmhmmsmanmcm o P
ity not allowable for Net C [345C}
2 Dodut ounarship oy o 218,187
3. Total ownership equity quaiified for Net Capital 2500
4 Add: -
A. Liabllities subordinated to claime of general creditors allowable In computation [3820)
of net capitst
8. Other (deductions) or allowabie credite {List}
[3525A) {a5258]
[3s250)
feszec -0
[3525€] [3525)
nesn “_218 ,187
8. Tota! capital and aflowable subordinated Eabilities N [s30]
eductions andfor charges:
“° 163,403
A, Total nonaflowable assets from —ﬁ—'"—-—'—"m
Statement of Financial Condition
(Notes B _and C}
B. Secured demand note deficlency 13590]
C. Commodity futures contracts and T T Reon
spot commoditiss - proprietary
caplal sharame ~163,403 o
D. Other deductions and/or charges T “[s0] T pex
7. Other additions andlor credits (List)
—_— ey [
-0 B
e e e e e e —— T e
| [ b,
8. Net capita) before haircuts on securities positions [3640

9. Haircuts on securities (computed, where
applicable, pursuant to 15c3-1():

A. Contractus! securities commitments ) ' [3880)
B. Subordinated securities borrowings ' - pera)
C. Trading and Investment securities:
1. Exompted securities ‘3715
2. Debt securities pray
3. QOptions {3730

2,431 )
4. Other securities (3734)

Note: Differences exist between the above computations and the computations included in the
Company's corresponding unaudited and amended FOCUS report on Form X-17A-5, Part A filing at
December 31, 2006. The differences are immaterial.
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capital (lire 19/ line 10)

Note: Differences exist between the above computations and the computations included in the
Company's corresponding unaudited and amended FOCUS report on Form X-17A-5, Part l1A filing at
December 31, 2006. The differences are immaterial.
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“ D. Undus Concentration [3650)
E. Other (List)
S —
I [3738A) {37368)
.
[3738C} (37380
I
7
l 7388 w7 -2,431
(3738 [3740)
52,353
I 10. Net Capital [3750)
I COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Parth 1,045
l 41. Minimum net capital required (8-2/3% of fine 19) 5060 3758
12. Minimum dollar net capital requirement of reporting beoker or dealerand (3758]
ndrim:: net capital requirement of subsidiaries computed in accordancs with
N 5,000
N . ———————— —_—ﬁ]
I 13. Net capits! requirement (greater of line 11 or 12) 47,353
. 5
14. Excess net capital (ine 10 less 13) 50.786 B
l 18, Excess et capita! at 1000% (ine 10 less 10% of line 18) a780)
COMPUTATION OF AGGREGATE INDEBTEDNESS
l ' _ 15,670
18. Total A, liabilties from Statement of Financial 1a790)
Condition
' 17. Add:
A. Drafts forimmediata credit T T as0n)
Market value of securities borrowed : —— T T T [3;10',
for which no equivalent value Is pald
or cradited
C. COther unrecorded amounts{List)
l TTUT T Tszoa T T pazes)
T "aszec) T T ezen)
T [3820€) o (3820F)
l T pazm © e
15,670 )
19. Total aggregats indebledness (3840}
% 29.% .
I 20. Percentage of aggregate indebtednass to net (3850]
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INDEPENDENT AUDITORS' REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-5

George E. Wright, Member
Diversified Resources LLC

70 Jefferson Boulevard, Suite 201
Warwick, Rl 02888

in planning and performing our audit of the financial statements of Diversified Resources
LLC for the year ended December 31, 2006, we considered its internal control structure,
including control activities for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not
to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC),
we made a study of the practices and procedures followed by the LLC including the tests
of such practices and procedures that we considered relevant to the objectives stated in
rule 17a-5(g) in making the periodic computations of aggregate indebtedness and net
capital under rule 17a-3(a){(11) and for determining compliance with the exemptive
provisions of 15¢3-3. Because the LLC does not carry securities accounts for customers
or perform custodial functions relating to customer securities, we did not review the
practices and procedures followed by the LLC in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by Rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System

3. Obtaining and maintaining physical possession or control of all fully paid and excess
margin securities of customer as required by Rule 15¢3-3

The management of the LLC is responsible for establishing and maintaining an internal
control and the practices and procedures referred to in the preceding paragraph. In
fulfiling this responsibility, estimates and judgments by management are required to
assess the expected benefits and related costs of internal controls and of the practices
and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC's above-mentioned
objectives. Two of the objectives of internal control and the practices and procedures are
to provide management with reasonable, but not absolute, assurance that assets for which
the LLC has responsibility are safeguarded against loss from unauthorized use or
disposition, and that transactions are executed in accordance with management's
authorization and recorded properly to permit preparation of financial
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Diversified Resources LLC
Page 2

statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred
to above, errors or fraud may occur and not be detected. Also, projection of any evaluation
of them to future periods is subject to the risk that they may become inadequate because
of changes in conditions or that the effectiveness of their design and operation may
deteriorate.

Qur consideration of the internal control structure would not necessarily disclose all
matters in internal control that might be material weaknesses under standards established
by the American Institute of Certified Public Accountants. A material weakness is a
condition in which the design or operation of the specific internal control elements does not
reduce to a relatively low level the risk that errors on a financial statement being audited
may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions. However, we noted no matters involving internal
control that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the LLC's practices and procedures were adequate at
December 31, 2006 to meet the SEC's objectives.

This report is intended solely for the use of management, the SEC, the NASD, and other
requlatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934

in their regulation of registered brokers and dealers, and is not intended to be and should
not be used by anyone other than these specified parties for any other purpose.

Wocte UD.ec. 4G, o)

MUTO, VOLLUCCI & CO., LTD.

February 27, 2007

END
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